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Clarity Holdings, LLC 

221 N. LaSalle, Suite 3200 

Chicago, IL  60601 

312-628-6700 

 

March 31, 2011 

 

This Brochure provides information about the qualifications and business practices of 

Clarity Holdings, LLC [“ADVISER”].  If you have any questions about the contents of this 

Brochure, please contact us at 312-628-6712 and/or kmerkle@clarity-holdings.com.  The 

information in this Brochure has not been approved or verified by the United States 

Securities and Exchange Commission or by any state securities authority. 

Clarity Holdings, LLC is a registered investment adviser.  Registration of an Investment 

Adviser does not imply any level of skill or training.  The oral and written communications 

of an Adviser provide you with information about which you determine to hire or retain an 

Adviser.  

Additional information about Clarity Holdings, LLC also is available on the SEC’s website at 

www.adviserinfo.sec.gov. 
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Item 2 – Material Changes 

 

Annual Update 

Clarity Holdings, LLC is providing this information as part of our annual updating 

amendment which contains material changes from our last annual update.  This section 

discusses only material changes since the last update which most recently occurred in 

September, 2010.   

Material Changes Since Last Update 

On July 28, 2010, the United State Securities and Exchange Commission published 

“Amendments to Form ADV” which amends the disclosure document that we provide to 

clients as required by SEC Rules.   The newly revised Part 2 consists of Part 2A (the 

“Brochure”) and Part 2B (the “Brochure Supplement”).   Each update of the Brochure must 

now include a summary of all material change since the last annual update. 

This Brochure, dated March 31, 2011 is materially different in structure and requires 

certain new information that our previous brochure did not require.   

Currently, our Brochure may be requested by contacting Kathleen Merkle at 312-628-6712 

or kmerkle@clarity-holdings.com.   

 

 



 

iii 

 

Item 3 -Table of Content 

 

Item 1 – Cover Page...................................................................................................................................................i      

Item 2 – Material Changes ................................................................................................................................. ii 

Item 3 -Table of Contents..................................................................................................................................iii 

Item 4 – Advisory Business ...............................................................................................................................1 

Item 5 – Fees and Compensation ....................................................................................................................1 

Item 6 – Performance-Based Fees and Side-By-Side Management...................................................2 

Item 7 – Types of Clients ....................................................................................................................................2 

Item 8 – Methods of Analysis, Investment Strategies and Risk of Loss ...........................................2 

Item 9 – Disciplinary Information ..................................................................................................................2 

Item 10 – Other Financial Industry Activities and Affiliations............................................................3 

Item 11 – Code of Ethics .....................................................................................................................................3 

Item 12 – Brokerage Practices ........................................................................................................................4 

Item 13 – Review of Accounts …………………………………………………………………………………………5    

Item 14 – Client Referrals and Other Compensation ..............................................................................6 

Item 15 – Custody .................................................................................................................................................6 

Item 16 – Investment Discretion ....................................................................................................................6 

Item 17 – Voting Client Securities ..................................................................................................................7 

Item 18 – Financial Information......................................................................................................................7 

Item 19 – Requirements for State-Registered Advisers.........................................................................7 



 

1 

 

Item 4 – Advisory Business 

 

Clarity Holdings, LLC, founded in 2007 (f/k/a Third River Capital Management, LLC) is a 

privately held investment advisor.  The firm seeks to manage its client portfolios primarily 

on a discretionary basis.    The firm also hires outside investment managers.  Unless a client 

notifies the Advisor in writing of specific objectives or restrictions, accounts will reflect a 

model portfolio.   

Principal Owners 

Robert H. Harper and Kevin Silverman 

Assets Under Management 

As of December 31, 2010, Adviser had $64m of assets under management. 

Item 5 – Fees and Compensation 

 

The specific manner in which fees are charged by Clarity Holdings is established in a 

client’s written agreement with Adviser.  Fees charged will be 2% of assets under 

management.  All fees are negotiable at the sole discretion of the advisor.   Fees will be 

charged quarterly in advance, however, fees may be charged in arrears per a client 

preference/request.  If fees are charged in advance, they will be prorated to exclude 

charges for any period in the quarter during which no supervisory services were provided 

due to the account initiation or termination during a calendar quarter. 

Advisory Fees are based on the fair market value of the client’s account under 

management, as described in the Investment Management Agreement, including cash or 

equivalents held for investment and reflecting accrued interest, receivables and payables 

on the last business day of the previous calendar quarter-end period (March 31, June 30, 

September 30 and December 31) market values and are due and payable 10 days after the 

beginning of the next quarter. 

Fees are not based upon a share of capital gains or capital appreciation of a client’s 

portfolio, funds, or any portion of a client’s account. 

Other Fees 

Clients may incur other brokerage, custodian or transaction fees not affiliated with Clarity 

Holdings, LLC.  Please refer to the Brokerage Section of this brochure for more information. 
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Item 6 – Performance-Based Fees and Side-By-Side Management 

 

Clarity Holdings, LLC does not charge any performance-based fees (fees based on a share of 

capital gains on or capital appreciation of the assets of a client). 

Item 7 – Types of Clients 

 

Clarity Holdings, LLC provides portfolio management services to individuals, high net 

worth individuals, corporate pension and profit-sharing plans, foundations and private 

investment funds.  The account minimum is $1m for separately managed accounts.   

Account minimums may be waived under firm discretion due to asset mix, client 

guidelines/restrictions  or relationship.   

Item 8 – Methods of Analysis, Investment Strategies and Risk of Loss 

Clarity Holdings’ investment strategies focus on value investing.   Management interviews 

are conducted to learn as much as possible about a company and its business in order to for 

Adviser to make best estimate of company’s underlying intrinsic value.  Questions focus on 

current status of the company’s products, revenues, cost structure and financial condition.  

The nature of its industry and its competitive advantages or disadvantages must be 

discussed.  In selecting outside managers, consideration is given to education, experience, 

performance, fees and service levels.  Critically important is understanding management’s 

specific strategy to lead the company to an improving return on its invested capital and a 

judgment as to the strategy’s likely success. 

 

Risk of Loss 

Investing in securities involves an inherent risk of loss that clients should be prepared to 

bear.  

 

Item 9 – Disciplinary Information 

Clarity Holdings has no information applicable to this Item. 
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Item 10 – Other Financial Industry Activities and Affiliations 

 

In September 2010, Third River Capital Management, LLC (the former name of Clarity 

Holdings, LLC), conveyed its ownership in the Third River All Cap Value Fund, LP to 

Dearborn Partners, LLC, and then changed its name to Clarity Holdings, LLC.  Currently, the 

fund has one limited partner, Robert Harper, who is an officer in Clarity Holdings, LLC.  

Clarity’s officers became directors or managing directors in Dearborn Partners for the 

Fund. 

Robert Harper has a minority ownership interest in Redwood Partners, LLC.  He is a limited 

partner in Redwood Partners, LP, a partnership investing exclusively in financial 

institutions. 

Blake Harper has a minority ownership interest in Redwood Partners, LLC, which serves as 

a General Partner to Redwood Partners, LP. 

Other Affiliations 

The firm may receive research materials from one or more broker-dealers as a result of the 

brokerage that it directs to that broker-dealer.  The advisor will use all such research 

materially equally for all its clients as applicable to any client’s portfolio. 

Item 11 – Code of Ethics 

 

Clarity Holdings has adopted a Code of Ethics for all supervised persons of the firm 

describing its high standard of business conduct and fiduciary duty to its clients. The Code 

of Ethics includes provisions relating to the confidentiality of client information, a 

prohibition on insider trading and personal securities trading procedures, among other 

things. All supervised persons at Clarity Holdings must acknowledge the terms of the Code 

of Ethics annually, or as amended. 

 

As a fiduciary, the Adviser owes a duty to each client to treat that client’s interests as 

having priority to the adviser’s own interests.  Associates provide copies of their 

investment activities to keep on file for review.  The firm has a Code of Ethics, which details 

restrictions on proprietary trading and prohibiting the use of insider information, among 

other points.   
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In order to avoid conflict of interest, the Code of Ethics requires that all associates must 

receive pre-approval from the Chief Compliance Officer or Compliance Manager for all 

trades.   In order to enforce the prohibition against the use of Insider Information, all access 

persons must provide the Compliance Officer with copies of all trade confirmations and 

account statements.   

Officers, owners and other associates of Clarity Holdings, LLC may, from time to time, 

purchase for their own account securities that are similar to, the same as, or the opposite of 

those positions they recommend to any client, dependent upon differing financial goals and 

risk tolerances, among other factors.   

 

Access to client information is protected by security passwords to computers and software, 

segregation of files in locked cabinet and office.  Daily backups of all records to off-site 

location are also password protected.   

 

Clarity Holdings’ clients or prospective clients may request a copy of the firm's Code of 

Ethics by contacting Kathleen Merkle. 

Item 12 – Brokerage Practices  

 

Selecting Brokerage Firms 

Clarity’s decision-making process to achieve best execution (overall value to the client 

which includes price, ability to execute and service) is based on past experience, reputation 

and recommendations. 

The Adviser will endeavor to obtain the best commission rate.  However, if directed to 

trade with a particular broker, the client may or may not pay a higher commission rate than 

other accounts that have not directed to trade with a particular broker.   

Where one or more broker or dealer is believed to be capable of providing the best 

combination of price and execution with respect to a particular portfolio transaction, the 

firm may select a broker or dealer which provides the firm with research products and/or 

services which the firm, in turn uses to provide service to clients.  Research may include 

research reports on companies, industries and securities, economic and financial data, 

including reports on macro-economic trends and monetary and fiscal policy, analytical and 

market information systems, financial publications, computer databases, research-oriented 

software and services.   



 

5 

 

 

The reasonableness of brokerage commissions is evaluated on an ongoing basis in light of 

the general level of commissions being paid, the services being provided and the value of 

the research received.  Accordingly, when we use client brokerage commissions to obtain 

research, we receive a benefit because we do not produce or pay for the research.  

Therefore, we may have an incentive to select or recommend a broker-dealer based on our 

interest in receiving research rather than receiving the most favorable execution on behalf 

of the client.   

Research and Soft Dollars 

Research furnished by broker-dealers or independent research firms may be used in 

providing service to any or all of the clients of the firm and may be used in connection with 

accounts other than those which pay commissions to the broker-dealer providing the 

research.  We use soft dollars to pay for research software and services which provide 

relevant news stories on the securities we are covering. 

Currently, Fidelity is providing Clarity Holdings with certain brokerage and research 

products and services that qualify as “brokerage or research services” under Section 28(e) 

of the Securities Exchange Act of 1934 (“Exchange Act”). 

Item 13 – Review of Accounts   

Robert Harper, Chairman, Kevin Silverman, Managing Partner, Blake Harper, CFO and/or 

Kathleen Merkle (CAO & CCO) are the persons who perform reviews of clients’ portfolios.  

Reviews are conducted daily on an ongoing basis for all accounts taken as a whole; specific 

accounts are reviewed at least monthly.  Among the factors that may trigger more frequent 

reviews, we include: 

1. larger shifts in the valuation or market share of any security in which a client 

may be invested; 

2. economic changes on an industry, national or international basis that we deem 

likely to effect investments; 

3. any changes in a client’s financial goals, position or risk tolerance that a client 

brings to our supervisor’s attention.   
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Clients receive the following reports: 

1. Custodians provide client with confirmations and monthly statements (minimum 

quarterly if no investment activity has occurred).   

2. Clarity Holdings will send quarterly reports to clients which discusses the 

management’s view of the outlook of the equity markets. 

Item 14 – Client Referrals and Other Compensation 

 

Clarity Holdings does not receive any economic benefit from non-clients for providing 

advisory services to clients.   

Item 15 – Custody 

 

For separately managed accounts, we are considered to have custody of the funds due to 

the fact that the firm has the ability to deduct fees directly from the account. Clients should 

receive at least quarterly statements from the broker dealer, bank or other qualified 

custodian that holds and maintains client’s investment assets.  Clarity urges you to 

carefully review such statements and compare such official custodial records to the account 

statements that we may provide to you.  Our statements may vary from custodial 

statements based on accounting procedures, reporting dates, or valuation methodologies of 

certain securities.   

Item 16 – Investment Discretion 

 

Clarity Holdings receives discretionary authority from the client at the outset of an 

advisory relationship to select the identity and amount of securities to be bought or sold. 

Clients may place restrictions on the type and amount of securities on an individual, 

industry and sector basis within their portfolio.  

 

In order to allow the firm to have discretionary authority, clients sign an Investment 

Management Agreement.   Investment strategy is based on client suitability.   

Investment guidelines and restrictions must be provided to Clarity Holdings in writing. 
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Item 17 – Voting Client Securities 

 

Clients are hereby informed that the advisory firm and its representatives will assume 
responsibility to vote the proxy votes for any clients unless client elects to retain voting 
responsibility.  With respect to clients for who firm votes, proxies are voted in best interest 
of clients.  Firm usually votes in-line with management’s recommendation.  In 
circumstances where portfolio manager or investment committee believes that current 
management is not maximizing value for shareholders, the firm reserves the right to vote 
against recommendation of management.  In the remote event a vote under consideration 
poses a material conflict between the interests of Clarity partners and those of clients, the 
firm will vote in line with management.   
 
Our clients may request a copy of the proxy voting record for their account at any time.  If 
such request is made, we will forward the record to the client.  We will maintain a copy of 
the Proxy Voting Policy and Procedures and related records for a period of 5 years.  
Records include (1) proxy statements received; (2) a record of vote cast (3) a copy of client 
written request for proxy voting records and (4) firm response to any client request for 
proxy records. 

Item 18 – Financial Information 

 

Prepayment of Fees  

Clarity Holdings does not require or solicit prepayment of more than $1,200 per client, 6 

months or more in advance.   

Financial Condition 

There is no financial condition that would impair our ability to meet contractual 

commitments to our clients.   

Bankruptcy 

Clarity Holdings has not filed for bankruptcy at any time during its existence. 

 

Item 19 – Requirements for State-Registered Advisers 

 


